MONTHLY REVIEW 


’ BUSINESS CONDITIONS IN THE SIXTH FEDERAL RESERVE DISTRICT 


FEDERAL RESERVE BANK OF ATLANTA 


The volume of retail and wholesale trade in the Sixth 
District increased in September, and there were also small 
increases in contracts awarded for residential construction 
and in the daily average of cotton consumption. Total con- 
tracts awarded, however, and building permits issued at 
twenty cities, declined sharply, and pig iron production in 
Alabama was smaller. Loans and deposits at weekly report- 
ing member banks have recently increased. 


Trade September sales by 49 reporting retail firms in- 

creased 18.1 per cent over August and were 7.8 
per cent larger than in September 1936. On a daily average 
basis the gain over August was 22.9 per cent. However, the 
index of daily average sales by 28 of these firms which 
have reported over a long period of years rose only 16.8 
per cent from August to September, an increase smaller 
than seasonal, and the seasonally adjusted index declined 
3.0 per cent from August, when it was the highest on record. 
The large decrease at New Orleans, compared with Septem- 
ber 1936, is attributed to the imposition of a luxury tax in 
Louisiana on October 1 last year, resulting in a large in- 
crease in September sales followed by a decline in October. 
Inventories increased slightly more than seasonally in Sep- 
tember, and the adjusted index of retail stocks was the 
highest since June 1931. 

Wholesale trade, reported by 70 firms, increased further 
in September by 11.1 per cent, and was 9.3 per cent larger 
than in September last year. The index number of sales at 
wholesale, which is not adjusted for seasonal variation, was 
97.9 per cent of the 1923-25 average, and higher than for 
any other month since October 1929. : 

The number of business failures has been somewhat 
larger for the first three quarters of 1937 than for that 
period last year, but liabilities have been less. 


COMDITION OF MEMBER BANES SELECTED 


of Dollars) 
October 13 rom 
1837 Sept.15,1987 Oct.14, 1996 
Commercial, industrial and 
11,552 + 685 
herwise secured and unsecured 127,859 + 3,677 = 
yoy 4,443 + 696 — 1,076 
on 7615 + 10 + 2,182 
3917 1,407 660 
— 3, —56,636 
U. §S. direct obligations............... 168, — 2,367 —41,941 
Reserve with F. 107 502 +2. 
Dencad its—adjusted............. + 


OCTOBER 31, 1937 


Banking Total loans at weekly reporting member banks in 

leading cities of the District increased further 
between the middle of September and October 13, and, 
although the increase in loans was partly offset by a further 
decline in holdings of investment securities, total loans and 
investments on October 13 were 9.1 millions of dollars 
greater than four weeks earlier, and the largest since June 
23. Between September 15 and October 13 commercial, in- 
dustrial and agricultural loans increased nearly 4.4 mil- 
lions, “Other” loans increased about 8.5 millions, and there 
were smaller increases in open market paper and loans to 
brokers and dealers in securities. Loans to banks and loans 
to customers for purchasing or carrying securities declined. 
Total loans on October 13 were 12.4 millions larger than 
at mid-September, 30.4 millions greater than a year ago, 
and the largest for any Wednesday since May 1933. Hold- 
ings of investment securities declined from 279.9 millions 
on September 15 to 274.8 millions two weeks later, and 
were then the smallest reported on any Wednesday since 
October 16, 1935. On October 13 they were 56.6 millions 
less than on the corresponding report date last year and 
61.3 millions less than the high level reached on September 
16, 1936. 

Demand deposits-adjusted declined in the first week of 
October but rose the following week to a level 21 millions 
greater than a year earlier. Time deposits declined slightly, 
after increasing steadily since mid-summer. After declining | 
from 241 millions of dollars on February 10, the highest 
level on record, to 166.4 millions on July 28, balances of 
correspondent banks increased about 31 millions by October 
13, but were substantially less than at the same time last 
year. 

‘At the Federal Reserve Bank of Atlanta discounts de- 
clined sharply in the third week of September but have 
since increased. However, on October 13 discounts, indus- 
trial advances and holdings of purchased bills were 
$209,000 less than on September 15. Although small in 
total volume, discounts were substantially larger on Octo- 
ber 13 than a year ago. Member bank reserve deposits de- 
clined in the third week of September but have since in- 
creased, and on October 13 were 27.7 millions greater than 
a year earlier. Estimates. based on latest available figures 
indicate that total member bank reserves of 176.7 millions 
on October 13 were about 28.7 millions of dollars, or 19.4 
per cent, in excess of legal requirements. Estimates based 
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2 Business CONDITIONS IN THE SrxtH FeperAL Reserve District 
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on daily average figures had shown a decline in excess re- 
serves from 29.3 millions for the first half of September to 
23.1 millions for the latter half of the month. Total re- 
serves of the Federal Reserve Bank have recently increased 
further and on October 13 were the largest since May 12. 


Agriculture The October 1 estimates of the cotton crop 

in the six states of the Sixth District com- 
bined increased about 13 per cent from September to Octo- 
ber, and are 28 per cent greater than production last year. 
The total of 6,875,000 bales for the six states, and the 
estimate of 2,400,000 bales in Mississippi, are the largest 
figures in available statistics back to 1903, and in this pe- 
riod the estimates for Louisiana and Tennessee have been 
—— only once. Estimates by states are compared in the 

e. 


COTTON — Bales 

Oct. 1: Sept. 1 Production 
Louisiana. 1,000,000 000 761,000 
580,000 $21,000 433,000 
6,875,000 6,092,000 5,367,000 


Spot cotton prices continued to decline in September and 
early October. The ten-market average rose, however, from 
7.68 cents per pound on October 8 to 8.23 cents on October 
14 resulting, according to the Department of Agriculture, 
from much reduced offerings of spot cotton, and the incli- 
nation of many growers to pledge their cotton for Govern- 
ment loans, 

August receipts from the sale of principal farm products, 
with Government payments included, increased about 43 
per cent over July, and were 3.6 per cent larger than a 
year earlier, For the January-August period total farm in- 
come was 34.3 per cent greater than in that part of last 
year. Movement of tobacco was an important factor in th 
increase from July to August. 


futher indredies ‘th thé-October. eati- 


mates for all of the principal crops in the District, except 
- for a small decrease in peaches resulting from a reduction — 
of the Tennessee estimate, and substantial increases over — 


1936 were shown for most crops, the exceptions being pea- 
nuts, peaches, and pears. The first estimate of citrus fruit 
production in Florida from the bloom of 1937 indicates 
more oranges but less grapefruit than in the 1936-37 season. 
Orange production is estimated at 24 million boxes com- 


pared with 22.5 million boxes last season, and grapefruit | 


production at 13 million boxes, against 18.1 million boxes 
last season. 


Industry Employment and payrolls at more than six thou- 


sand firms in the six States of this District re- — 
porting to the United States Bureau of Labor Statistics in- — 
creased 0.9 per cent, and 1.7 per cent, respectively, from | 


July 1 to August, and continued higher than at the corre- 


sponding time of other recent years. The increase in Au- 


gust was smaller than that recorded in August last year. 
There were sharp reductions in the total value of build- 
ing permits and in construction contracts awarded in Sep- 
tember, compared with August and with September 1936. 
Value of building permits reported by twenty cities d>- 
clined 30.5 per cent from August, was 17.5 per cent less 
than a year ago, and the January-September total was only 
1.9 per cent larger than for that period last year. Value of 
contracts awarded in September declined 44.3 per cent from 
August, was less than half the July total, and was 44.7 per 
cent less than in September 1936. Residential contracts in- 
creased slightly over August and were 16.9 per cent larger 
than a year ago. Large decreases in September in Florida 


and Louisiana reflect reductions in contracts for factories, — 


commercial buildings, and public works and utilities, and 
declines from September 1936 in Tennessee and Alabama 
were due to larger awards in that period for apartment and 
hotel construction and public works and utilities. The Dis- 
trict total of contracts awarded in the first nine months of 
1937 is 5.1 per cent larger than for that period last year. 


Daily average consumption of cotton by mills in this © 


District increased 3.2 per cent from August to September, 


but was 6.6 per cent less than a year earlier. In September — 


last year daily average consumption increased 14.2 per cent. 


Operations at cotton seed oil mills increased substantially — 


in September. 


Weekly figures of coal production in Alabama for Sep- — 
tember averaged somewhat less than the revised figures for — 
August, but Tennessee production increased, and output in — 


both states continued greater than a year earlier. Daily 
average production of pig iron in Alabama declined fur- 
ther in September by 2.2 per cent, but was 57.7 per cent 
greater than in September 1936. The number of blast fur- — 
naces active continues at 17. Electric power production in- 
creased slightly in August, was 5.2 per cent greater than a — 
year earlier, and the January-August total was 7.5 per cent 
larger than for that part of 1936. 


tember, but stocks increased somewhat. Supplies of turpen- 
tine were the smallest for September in three years, and 
those of rosin were the smallest in more than nineteen years. 
Quotations have recently declined further, and the price of 
turpentine reached on October 16 the lowest level in 39. | 


years. 


Receipts of both turpentine and rosin declined in Sep- | 
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National Summary of Business Conditions 


Prepared by the Board ef Governors of the Federal Reserve System 


ECLINES in industrial production in September and the first part of Octo- 

ber reduced output to the level of a year ago, and commodity prices con- 
tinued to decline. The volume of distribution to consumers was maintained at 
the level of previous months. ; 


PRODUCTION AND EMPLOYMENT 


Volume of industrial production, as measured by the Board’s seasonally ad- 
justed index, declined in September to 111 per cent of the 1923-1925 average as 
compared with 114 in June and July and 117 in August. At steel mills, where 
output in August had been at a high level, partly on the basis of orders placed 
earlier in the year, activity was reduced to an average rate of 75 per cent of 
capacity in September. This decline continued in October, as new orders were 
in limited volume, and the rate of steel output in the fourth week of the month 


is estimated at about 52 per cent of capacity. There were also declines in Sep- | 


tember in activity at woolen mills, shoe factories, and at sugar refineries, and 
activity at cotton mills showed little change, although an increase is usual at this 
season, Increases in output were reported at silk mills and meat packing estab- 
lishments where activity recently has been at a low level. Automobile production 
showed a decline from the high level of August, but in the first three weeks of 
October advanced sharply as most manufacturers began assembling 1938 models. 


Mineral output increased in September, reflecting an expansion in coal produc- | 


tion. Output of crude petroleum declined somewhat but continued in large volume. 


Value of construction contracts awarded, as reported by the F. W. Dodge Cor- 
poration, was smaller in September and the first half of October than in the pre- 
ceding six weeks, with a moderate decline in private residential building and 
sharp declines in awards for other private work and for publicly-financed work. 
Currently the dollar volume of private work is about the same as a year ago, 
while awards for public work are in smaller volume. 


Factory employment showed little change from August to September, although 
an increase is usual at this season. There were declines in the number employed 
at textile mills, shoe factories, railroad repair shops, and lumber mills. At canning 
establishments employment increased seasonally. Factory payrolls, which usually 
expand in September, declined substantially, reflecting principally a reduction in 
the average n 


DisTRIBUTION 


Distribution of commodities to consumers by department stores and mail order 
houses increased more than seasonally in September, and variety store sales showed 
about the usual seasonal expansion. Freight-car loadings increased by the usual 
seasonal amount from August to September. 


Commonity PRIcEs 


The general level of wholesale commodity prices, according to the Bureau of 
Labor Statistics’ index, declined from 87.5 per cent of the 1926 average in the 
latter part of September to 85.2 in the middle of October. During that period 
price declines occurred in most commodities traded in on organized exchanges and 
in some manufactured products, In the ten days ending October 25 commodity 
markets were steadier. New models of automobiles are currently being introduced 
at higher prices. 


Bank CREDIT 


Excess reserves of member banks, after increasing in September from $750,000,- 


000 to over $1,000,000,000, showed little further change in October. 


Total loans and investments of reporting member banks in 101 leading cities 


declined somewhat in the four weeks ending October 20, reflecting chiefly a steady 
reduction throughout the period in loans to security brokers and dealers. Com- 
mercial loans increased further. 


Money Rates anp SEcurITY Prices 


Rates on 9-month Treasury bills in October declined to about 3/8 of one per 


cent, the lowest since last January. Prices of high-grade bonds showed little 


change in September and October, while prices of lower-grade bonds and of com- 


mon stocks declined sharply to the lowest levels since the middle of 1935. 


umber of hours worked by those employed. The levels of employ- 
ment and payrolls continued to be considerably above last year. 
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